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RE: TUCSON ELECTRIC POWER COMPANY - APPLICATION FOR APPROVAL
OF ITS BILL ESTIMATION METHODOLOGIES TARIFF (DOCKET NOS. E-
01933A-07-0402 AND E-01933A-05-0650)

On July 2, 2007, Tucson Electric Power Company (“TEP” or “Company”) filed an
application with the Arizona Corporation Commission (“Commission”) for an increase in its
rates throughout its service area in the State of Arizona. On December 1, 2008, the Commission
issued Decision No. 70628 which, in part, ordered TEP to submit a separate tariff describing its
bill estimation methodologies. On March 2, 2009, TEP filed an application for approval of its
Bill Estimation Methodologies tariff with the Commission in compliance with Decision No.
70628 and Section 18.1 of the 2008 Rate Settlement Agreement.

A utility needs to estimate a customer's usage when it cannot obtain a complete and valid
meter read. For example, it may be impossible to obtain a meter read as a result of the customer
not providing access to the meter, the meter being broken, or adverse weather conditions. A bill
estimation tariff describes the methodologies that the utility uses to estimate the meter read so
that the monthly bill can be calculated.

On June 30, 2009, the Commission approved a nearly identical bill estimation tariff
proposed by UNS Electric, Inc. in Decision No. 71171 (Docket No. E-04204A-06-0783). As
such, Staff’s questions regarding TEP’s proposed. bill estimation methodologies, “TREND”
procedures and the alignment of TEP’s proposed bill estimation protocols with the protocols
contained in Arizona Administrative Code (“A.A.C.”) R14-2-210 have been answered to Staff’s
satisfaction. Accordingly, Staff recommends Commission approval of TEP’s proposed Bill
Estimation Methodologies tariff. Staff’s recommendations are discussed in more detail below.

Commission Decision No. 70628

Decision No. 70628 (page 49, lines 8-11) and the 2008 Rate Settlement Agreement
(Section 18.1, Item d) attached to Decision No. 70628 as Exhibit A, require TEP to file a Bill
Estimation Tariff that explicitly describes its usage estimation methodologies. TEP’s proposed
bill estimation procedures include, but are not limited to, methodologies for estimating energy
usage (kWh) and demand usage (kW) under varying historic and customer status conditions.
The following table summarizes TEP’s proposed bill estimation methodologies:
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TEP Bill Estimation Methodologies
(when actual meter reads are unattainable)
Historical Meter Reading, - o ‘ VhMethod* - | kW .| TOU
" Conditions .| .| Method | Method*
At least one year history, sam Same month, previous year Same as | Same as
customer at same premise kWh kWh
At least one year history, new Customer Information System (“CIS”) generates Trend Same Same as
customer at same premise estimated usage (**see below for more details) year, kWh
previous
month
Less than one year history, same | same year, previous month; or, CIS Trend estimated same Same as
customer at same premise usage year, kWh
previous
_ month
Less than one year history, new | CIS Trend estimated usage same Same as
customer at same premise year, kWh
previous
month
No historical meter reading data | TEP must obtain valid meter reads before rendering Same as | Same as
estimated previous and current actual billings kWh kWh

*Estimated energy usage is the product of (historical average daily usage) x (calendar days in current month) or CIS-generated
Trend estimates (**see below for more details). Time-of-use (TOU) on- and off-peak usage proportions are derived from
historical data.

**C]S-Generated Consumption Using Trend Methodologies

I. Customers are grouped by geographic areas to identify changes in average usage levels associated with
geographic locations.

2. Customers are assigned to Trend rate classes (i.e. residential, commercial or Industrial) to identify changes
in average usage levels associated with respective rate classes.

3. All consumption is identified by usage codes (i.e. kWh, kW or TOU).

4. Consumption trends are identified by comparing usage from three prior bill cycles to the same cycle in the
previous month. This trend, plus a tolerance, is used to create a usage amount for bill estimation.

5. The estimated consumption for a customer is defined by TEP as follows:

[A/B] X [C]

Where:

A = Customer’s usage in a previous period

B = Average customer’s usage in a previous period
C = Average customer’s usage in the current period

Staff’s Recommendations

Staff reviewed TEP’s proposed bill estimation methodologies as summarized in the
above table and concludes that they are appropriate. Staff therefore recommends approval of
TEP’s Bill Estimation Methodologies tariff as filed. Furthermore, Staff believes that estimating
energy usage using TEP’s Trend methodologies produces billing determinants (kWhs) that are in
conformance with the requirements contained in A.A.C. R14-2-210.

Staff recommends that TEP implement the Bill Estimation Methodologies tariff, as
approved, effective as soon as is practicable, but no later than August 31, 2009. The Company
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should docket, as a compliance item in this matter, a letter within 15 days of implementation
stating that the implementation is complete.

In addition, Staff recommends that TEP file tariff pages for the approved Bill Estimation
Methodologies tariff consistent with the decision in this matter within 15 days from the effective
date of the decision.

P

Ernest G. Johnson
Director

Utilities Division
EGJ:WHM:1hm\NS

ORIGINATOR: William H. Musgrove
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BEFORE THE ARIZONA CORPORATION COMMISSION

KRISTIN K. MAYES
Chairman

GARY PIERCE
Commissioner

PAUL NEWMAN
Commissioner

SANDRA D. KENNEDY
Commissioner

BOB STUMP
Commissioner

IN THE MATTER OF THE APPLICATION DOCKET NOS. E-01933A-07-0402
OF TUCSON ELECTRIC POWER E-01933A-05-0650
COMPANY FOR APPROVAL OF ITS BILL

ESTIMATION METHODOLOGIES TARIFF DECISION NO.

ORDER
Open Meeting
July 28 and 29, 2009
Phoenix, Arizona
BY THE COMMISSION:
FINDINGS OF FACT
1. Tucson Electric Power Company (“TEP” or “Company”) is certificated to provide

electric service as a public service corporation in the State of Arizona.

2. On March 2, 2009, TEP filed an application for approval of its Bill Estimation
Methodologies tariff in compliance with Decision No. 70628 and Section 18.1 of the 2008 Rate
Settlement Agreement.

3. A utility needs to estimate a customer's usage when it cannot obtain a complete and
valid meter read. For example, it may be impossible to obtain a meter read as a result of the
customer not providing access to the meter, the meter being broken, or adverse weather conditions.
A bill estimation tariff describes the methodologies that the utility uses to estimate the meter read
so that the monthly bill can be calculated.

4. On June 30, 2009, the Commission approved a nearly identical bill estimation tariff

proposed by UNS Electric, Inc. in Decision No. 71171 (Docket No. E-04204A-06-0783). As such,
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Staff’s questions regarding TEP’s proposed bill estimation methodologies, “TREND” procedures
and the alignment of TEP’s proposed bill estimation protocols with the protocols contained in
Arizona Administrative Code (“A.A.C.”) R14-2-210 have been answered to Staff’s satisfaction.
Accordingly, Staff recommends Commission approval of TEP’s proposed Bill Estimation
Methodologies tariff. Staff’s recommendations are discussed in more detail below.

Commission Decision No. 70628

5. Decision No. 70628 (page 49, lines. 8-11) and the 2008 Rate Settlement Agreement

(Section 18.1, Item d) attached to Decision No. 70628 as Exhibit A, require TEP to file a Bill
Estimation Tariff that explicitly describes its usage estimation methodologies. TEP’s proposed bill
estimation procedures include, but are not limited to, methodologies for estimating energy usage
(kWh) and demand usage (kW) under varying historic and customer status conditions. The

following table summarizes TEP’s proposed bill estimation methodologies:

Decision No.
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TEP Bill Estimation Methodologies

(when actual meter reads are unattainable)

At least one year history, same | Same month, previous year Same as Same as
customer at same premise kWh kWh
At least one year history, new | Customer Information System (“CIS”) generates Same year, Same as
customer at same premise Trend estimated usage (**see below for more details) previous kWh
month
Less than one year history, same | same year, previous month; or, CIS Trend estimated Same year, Same as
customer at same premise usage previous kWh
month
Less than one year history, new | CIS Trend estimated usage Same year, Same as
customer at same premise previous kWh
month
No historical meter reading data | TEP must obtain valid meter reads before rendering Same as Same as
estimated previous and current actual billings kWh kWh

*Estimated energy usage is the product of (historical average daily usage) x (calendar days in current month) or CIS-generated
Trend estimates (**see below for more details). Time-of-use (TOU) on and off-peak usage proportions are derived from historical
data.
**CJS-Generated Consumption Using Trend Methodologies
1. Customers are grouped by geographic areas to identify changes in average usage levels associated with
geographic locations.
2. Customers are assigned to Trend rate classes (i.e. residential, commercial or Industrial) to identify changes in
average usage levels associated with respective rate classes.
3. All consumption is identified by usage codes (i.e. kWh, kW or TOU).
4. Consumption trends are identified by comparing usage from three prior bill cycles to the same cycle in the
previous month. This trend, plus a tolerance, is used to create a usage amount for bill estimation.
5. The estimated consumption for a customer is defined by TEP as follows:

[A/B]X[C]

Where:

A = Customer’s usage in a previous period

B = Average customer’s usage in a previous period
C = Average customer’s usage in the current period

Staff’s Recommendations

6. Staff reviewed TEP’s proposed bill estimation methodologies as summarized in the
above table and concluded that they are appropriate.

7. Staff has recommended approval of TEP’s Bill Estimation Methodologies tariff as
filed.

8. Furthermore, Staff concluded that estimating energy usage using TEP’s Trend
methodologies produces billing determinants (kWhs) that are in conformance with the
requirements contained in A.A.C. R14-2-210.

9. Staff has recommended that TEP implement the Bill Estimation Methodologies

tariff, as approved, effective as soon as is practicable, but no later than August 31, 2009. The

Decision No.
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Company should docket, as a compliance item in this matter, a letter within 15 days of
implementation stating that the implementation is complete.

10.  In addition, Staff has recommended that TEP file tariff pages for the approved Bill
Estimation Methodologies tariff consistent with the decision in this matter within 15 days from the
effective date of the decision.

CONCLUSIONS OF LAW

1. Tucson Electric Power Company is a public service corporation within the meaning
of Article XV, Section 2, of the Arizona Constitution.

2. The Commission has jurisdiction over Tucson Electric Power Company and the
subject matter of the Application.

3. Approval of the Tucson Electric Power Company proposed Bill Estimation
Methodologies tariff does not constitute a rate increase as contemplated by Arizona Revised
Statutes § 40-250.

4. The Commission, having reviewed the Application and Staff’s Memorandum dated
July 15, 2009, concludes that it is in the public interest to approve the Tucson Electric Power
Company proposed Bill Estimation Methodologies tariff, as discussed herein.

ORDER

IT IS THEREFORE ORDERED that the Tucson Electric Power Company proposed Bill
Estimation Methodologies tariff, as discussed herein, be and hereby is approved.

IT IS FURTHER ORDERED that Tucson Electric Power Company implement the Bill
Estimation Methodologies tariff, as approved, effective as soon as is practicable, but no later than
August 31, 2009, and Tucson Electric Power Company shall docket, as a compliance item in this

matter, a letter within 15 days of implementation stating that the implementation is complete.

Decision No.
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IT IS FURTHER ORDERED that Tucson Electric Power Company shall file tariff pages
for the approved Bill Estimation Methodologies tariff consistent with the Decision in this matter
within 15 days from the effective date of the Decision.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOQF, I, MICHAEL P. KEARNS, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2009.

MICHAEL P. KEARNS
INTERIM EXECUTIVE DIRECTOR

DISSENT:

DISSENT:

EGJ:WHM:1hm\NS

Decision No.
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SERVICE LIST FOR: TUCSON ELECTRIC POWER COMPANY
DOCKET NOS. E-01933A-07-0402 and E-01933A-05-0650

Mr. Peter Nyce

Office of the Judge Advocate Gen.
901 North Stuart Street, Suite 713
Arlington, Virginia 22203-1644

Mr. Philip J. Dion

UniSource Energy Services

One South Church Avenue, Suite 200
Tucson, Arizona 85701

Mr. Michael W. Patten

Mr. Jason Gellman

Roshka DeWulf & Patten, PLC.

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85044

Michael Kurtz
36 East Seventh Street, Suite 2110
Cincinnati, Ohio 45202

Mr. Kurt Boehm

Boehm, Hurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202

Mr. Eric Guidry
2260 Baseline Road, Suite 200
Boulder, Colorado 80302

Mr. Nicholas Enoch
349 North Fourth Avenue
Phoenix, Arizona 8500

Mr. Timothy Hogan
202 East McDowell Road, Suite 153
Phoenix, Arizona 85004

Mr. Gary Yaquinto

Arizona Utility Investors Association
2100 North Central Avenue, Suite 210
Phoenix, Arizona 85004

Mr. Michael McElrath

Phelps Dodge Mining Company
One North Central Avenue
Phoenix, Arizona 85004

Ms. Deborah Scott

Pinnacle West Corporation
400 East Van Buren Street
Phoenix, Arizona 85004-2202

Mr. Daniel Pozefsky

RUCO

1110 West Washington Street, Suite 220
Phoenix, Arizona 85007

Mr. Greg Patterson
916 West Adams, Suite 3
Phoenix, Arizona 85007

Mr. C. Webb Crockett
3003 North Central Avenue, Suite 2600
Phoenix, Arizona 85012-2913

Mr. William Sullivan
501 East Thomas Road
Phoenix, Arizona 85012-3205

Mr. Dan Neidlinger
Neidlinger & Assoc.
3020 North 17 Drive
Phoenix, Arizona 85015

Ms. Cynthia Zwick
1940 East Luke Avenue
Phoenix, Arizona 8501

Mr. Michael Grant
2575 East Camelback Road
Phoenix, Arizona 85016-922

S. Childers

Low & Childers, P.C.

2999 North 44th Street, Suite 250
Phoenix, Arizona 85018

Decision No.
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Ms. Ruth Kern
8222 South 48th Street, Suite 220
Phoenix, Arizona 85044

Mr. Thomas Mumaw
Post Office Box 53999, MS 9905
Phoenix, Arizona 85072-3999

Ms. Barbara Klemstine
Post Office Box 53999, MS 9905
Phoenix, Arizona 85072-3999

Mr. David Berry
Post Office Box 1064
Scottsdale, Arizona 85252-1064

Mr. Christopher Hitchcock

Law Offices of Christopher Hitchcock, PLC
One Copper Queen Plaza

Post Office Box AT

Bisbee, Arizona 85603

MR. Daniel Haws

OSJA, ATTN: ATZS-JAD

USA Intelligence Center and Ft. Huachuca
Ft. Huachuca, Arizona 85613-6000

MR. Lawrence Robertson, Jr.
2247 East Frontage Road, Suite 1
Post Office Box 1448

Tubac, Arizona 85646

Mr. Raymond Heyman
Unisource Energy Corporation
One South Church, Suite 1820
Tucson, Arizona 85701

Ms. Michelle Livengood

Tucson Electric Power Company
One South Church Avenue, Suite 200
Tucson, Arizona 85701

Mr. David Couture

4350 East Irvington Road

Post Office Box 711, Mail Stop OH 122
Tucson, Arizona 85702

Docket Nos. E-01933A-07-0402, et al.

Mr. Jeff Schlegel
1167 West Samalayuca Drive
Tucson, Arizona 85704-3224

Mzr. John O'Hare
3865 North Tucson Boulevard
Tucson, Arizona 85716

Mr. Billy Burtnett
3341 North Riverbend Circle East
Tucson, Arizona 85750-2509

Mr. Ernest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ms. Janice M. Alward

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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